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Foreword 



Robert F. Hebert 

FOLLOWING A CENTURY of neglect, William Stanley Jevons, in the 
first blush of discovery, proclaimed Cantillon’s Essai, “the cradle of politi- 
cal economy” Subsequent growth and development of economic thought 
has not really alerted us to the subtleties of this succinct appraisal. A cra- 
dle holds new life; and there can be little doubt that the Essai added new 
life to the organizing principles of economics. But “political economy” 
does not accurately describe the subject Cantillon addressed. Indeed, 
he scrupulously avoided political issues in order to concentrate on the 
mechanics of eighteenth-century economic life. When confronted by 
“extraneous” factors, such as politics, Cantillon insisted that such consid- 
erations be put aside, “so as not to complicate our subject,” he said, thus 
invoking a kind of ceteris paribus assumption before it became fashion- 
able in economics to do so. 

This is merely one way in which Cantillon was ahead of his time. He 
preceded Adam Smith by a generation. Both writers made important 
foundational contributions to economics, but from perspectives that were 
quite different. Smith was a philosopher and educator. His approach to 
economics reflected the concerns and approaches of philosophic inquiry 
stretching back to Thomas Hobbes. The Hobbesian dilemma was how to 
secure peace and prosperity without submitting to an all-powerful central 
government. Smith gave an answer based on the nature and function of an 
exchange economy operating under a rule of law. The Wealth of Nations 
is full of useful advice to those who hold political power. Hence, Smith 
earned his sobriquet “father of political economy” 

Cantillon was a businessman and banker. His approach to econom- 
ics reflected the concerns of practical men who set about making a liv- 
ing, and his analysis concentrated on the structure and mechanics of an 
emerging market economy. The economy he described was an enterprise 
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economy, not a political one, in which certain individuals played key roles, 
some passive and some active. Government, as we know it, was relatively 
passive in Cantillon’s economy. The most active and central participant 
was the entrepreneur, who motivates the entire economic system. Unlike 
any previous writer, Cantillon explicated the vital role of the entrepreneur 
with perception and vigor. Hence, he deserves to be called “the father of 
enterprise economics.” 

These considerations alone would justify renewed interest in Cantillon 
and his work, but there have always been impediments to overcome. We 
know little of Cantillon’s life and the circumstances of his authorship. The 
manuscript that was eventually published in 1755 circulated privately in 
France for almost two decades before; when published, it appeared under 
mysterious circumstances. The designated publisher, Fletcher Gyles, never 
existed at the address given; and despite the phrase “traduit de l’Anglois” 
on the title page, no English original was ever found. Moreover, a statisti- 
cal supplement to the Essai has gone missing, and has never been discov- 
ered. In the 1970s a Japanese scholar unearthed a French manuscript at the 
municipal library in Rouen bearing the title, “Essay De la Nature Du Com- 
merce en General,” which encouraged speculation that the first word may 
have been carelessly transcribed from an English original, still undiscov- 
ered. All of this has given economic detectives much to sift through and 
explain. But the one steadfast realization throughout has been the power of 
Cantillons analysis. 

Mark Thornton and Chantal Saucier have accomplished the ardu- 
ous task of bringing forth a new and improved translation of Cantillons 
famous work. Heretofore the only English translation of the Essai avail- 
able has been the 1931 edition produced by Henry Higgs for the Royal 
Economic Society. Though competent, it has become less serviceable over 
time, as more and more of its shortcomings devolved (not the least of 
which is the antiquated use of “undertaker” in place of “entrepreneur”). 
Saucier provides a more accurate and lucid account, better suited to the 
21st century. Thorntons hand shows not only in competent guidance of 
the translator but in the inclusion of numerous explanatory footnotes that 
add historical context. 

Age has dimmed my memory of the exact hour and day, but when I 
was much younger I presented a paper on Cantillon to a small group of 
economists gathered in Keynes Hall at Cambridge University. Afterward 
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I was approached by a proper English gentleman who wished to discuss 
further the merits of Cantillon’s work. During the ensuing conversation I 
mentioned my belief that a new translation of the Essai was warranted. My 
listener enthusiastically agreed. At some point it dawned on me that he had 
not mentioned his name. So I asked. “Shackle,” he replied. I was momen- 
tarily stunned. G. L. S. Shackle (1903-1992) was Britain’s leading intellect 
on the themes that are central to Cantillon’s analysis, namely imagination 
and uncertainty. If he were alive today, I’m sure Shackle would welcome 
this new translation, alongside the rest of us who have an abiding interest 
in Cantillon and his ideas. 
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Introduction 



ssai sur la Nature du Commerce en General should be rightfully con- 



sidered one of the most important books ever written. It is the first 



statement of economic theory and not just a single or limited break- 
through, but a comprehensive treatment that explains the organization of 
commercial society Prior to Cantillon, writings about the economy were 
largely driven by considerations of religion, ideology, and interests groups. 
After Cantillon, there was a scientific model that could be understood and 
applied. Most importantly, when it was properly understood and applied, 
it unleashed the market economy and generated great prosperity. 

Early in his career, Cantillon worked for a war profiteer in the British 
government and later for John Law in the Mississippi Company scheme. 
His first job enabled him to establish a bank in Paris from which he grew 
rich. Cantillon made a fortune on the value of his shares in the company 
during the Mississippi Bubble. Subsequently he made more money by sell- 
ing shares short during the bust and by taking advantage of changes in 
exchange rates that he correctly anticipated. After the Bubble, he was one 
of the wealthiest private individuals in the world. 

Not unlike the modern day financial scandals, Cantillon was hounded 
by lawsuits and criminal charges, so much so that his biographer, Antoin 
Murphy, suggests that rather than being murdered in 1734, Cantillon actu- 
ally faked his death and made off with his money to South America. 

Based on the book itself and other evidence, we are now reasonably 
confident that Cantillon completed the manuscript in 1730. It could never 
have been published under the harsh French censorship laws that pre- 
vailed throughout the first half of the 18th century and, as a result, it only 
circulated privately in hand-copied manuscripts. Only after the censorship 
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laws were relaxed was it published in 1755, and even then, it was published 
anonymously under the name of a defunct foreign publisher. 

Least you think the Essai is a dry technical practitioner s guide to the 
economy, it should be stressed that Cantillon deals with a wide variety of 
fundamental and philosophical issues such as the nature of property, the 
distribution of income, the origin of money, and the role of government. 
He even criticized an early version of the Malthusian Population theory 
and offered an accurate prediction of the population of the United States in 
the 19th century. 

Cantillons circle of friends and acquaintances reads like a who’s who 
of the early 18th century intellectuals. His good friend was Lord Boling- 
broke, a former Prime Minister of England and a leader of the Jacobite 
cause. Cantillon met many of the leading intellectuals of the day through 
Bolingbroke, such as Montesquieu and Voltaire in France and probably 
Jonathan Swift and Alexander Pope in connection with Bolingbroke’s 
political activities in England. There is evidence to suggest that, in addi- 
tion to the infamous John Law, Cantillon also knew and was critical of the 
economist Charles Davenant and Sir Isaac Newton, who was the director 
of the Royal Mint. 

Cantillon opposed the ruling elite and was friendly with opposition 
leaders in both of the two great warring powers, England and France. 
He provided the theoretical superstructure that justified the opposition 
agenda against big government and showed how taxes, regulations, war, 
and a large national debt impoverish the people. 

Cantillon began his challenge to accepted doctrine on page one when 
he showed that money was just a medium of exchange and that wealth 
was not money, but the ability to consume. He demonstrated that the best 
way to produce consumer goods was to allow free markets where entre- 
preneurs could be counted on to make self-interested judgments on what 
would best please their consumers. 

Cantillons model of the isolated estate is a conceptual analysis of the 
emergence of the market economy from feudalism. It is the inspiration for 
Adam Smiths invisible hand because it demonstrates that entrepreneurial 
self-interest will regulate the economy of the isolated estate just as well or 
better than if the estate owner continued to make all the decisions. 
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The influence of Cantillons manuscript was largely unknown and the 
book had fallen so far into neglect that William Stanley Jevons was said to 
have “rediscovered” it in the late 19th century However, we now know that 
it had a tremendous influence on the development of economics. In addi- 
tion to Adam Smith, it has now been shown that fellow Scotsman David 
Hume read the manuscript in some form before publishing his own path- 
breaking contributions to economics. In France, Mirabeau had a copy for 
many years and used it as the basis of his many popular works on econom- 
ics. The publication of the Essai played a pivotal role in the formation of the 
Physiocrat School of economics in the late 1750s. We also know that it was 
very influential on the economic thought of Turgot, Condillac, and Jean- 
Baptiste Say, and subsequently on the French Liberal School that followed. 
We can also now say that Cantillon was an important influence on Carl 
Menger, Ludwig von Mises, and Noble Laureate F. A. Hayek, of the Aus- 
trian School of economics, and that he provided the “Cantillon Effects,” 
which are central to the Austrian theory of the business cycle. 

Cantillons contributions span the entire gamut of economics includ- 
ing entrepreneurship, methodology, theory, microeconomics, macroeco- 
nomics, international trade and finance, economic policy, and even areas 
such as population theory, economic geography, and transport economics. 
If you want to know the scientific “magic” of the market, here is the man 
who literally wrote the book. 

The case for the book is compelling and so is the case for a new Eng- 
lish translation. First, the Essai presents material that is brilliant, but diffi- 
cult. Even the original French manuscript must have appeared incredibly 
complex to his early readers, a point noted by Cantillon himself in the text. 
After all, this was a new science that was fully born in one long stroke of 
his pen. Remember further that Cantillon died shortly after writing the 
book and that it was not published until long after his personal associates 
had died, so there was no one to clarify matters. 

Second, the English translation by Henry Higgs is a faithful interpre- 
tation, but one that is wholly out of date and which provides little guid- 
ance for the reader. In the introduction to the first English edition of the 
Essai sur la Nature du Commerce en General, published in 1931, Henry 
Higgs states that his translation “follows the French text of 1755 with all 
faults of grammar, spelling, accent and punctuation.” Higgs chose faith- 
fulness over beauty, sometimes perhaps to the detriment of readability. 
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Throughout history, translators have wrestled with the same question or 
dilemma: balancing faithfulness with beauty Much as with English, the 
French language has changed tremendously since the early 18th century, 
when Cantillon wrote the Essai. A faithful translation, therefore, renders 
the text in a language that is no longer in use. Our goal differs from that 
of Higgs in that we want Cantillons book to be accessible to the modern 
reader. Higgs’ translation can only be roughly understood, and in some 
important instances, is in error. 

We remedy these shortfalls in a variety of ways. First, we modernized 
the text, especially but not limited to capitalization, punctuation, and sen- 
tence structure. Second, we have changed the 20th century British transla- 
tion to reflect terminology of more modern times and we believe that this 
also provides value and clarity. For example, Higgs translated “intendans 
ou inspecteurs” — which means administrators or supervisors — into “stew- 
ards and bailiffs,” leaving the modern American thinking about airplanes 
and courtrooms. He also translated “habillement” as “rayment” instead of 
clothing. In some cases, we restore the text closer to the original French 
version. An important example of this restoration is Higgs’ translation of 
the word “entrepreneur” — which plays a central role in Cantillons model 
of the economy — into “undertaker.” 

Third, we provide explanatory footnotes that describe the people, 
places, events, weights, measures and currency values that Cantillon used, 
and which are no longer commonly understood, as well as descriptions 
and rationales for any substantive changes from the Higgs translation. 
Fourth, we provide abstracts for chapters and provide titles for the sec- 
tions. We also provide graphic illustrations for some of Cantillons impor- 
tant contributions, such as the circular-flow diagram of the economy, in 
order to aid comprehension. We liken the process to restoring a painting 
or fine piece of furniture — not changing the original — just cleaning it, fix- 
ing a few scratches, and putting on a new coat of varnish. This new trans- 
lation, we hope, will appeal to new readers and seasoned economists alike 
and give Cantillons Essai the attention that it well deserves. 

The task of retranslating the Essai sounded like a simple and straight- 
forward project for which we completely underestimated the time and dif- 
ficulty involved. It has taken several years and unknown hours of work 
to complete, and we fully acknowledge that it could be better. Finally, we 
would like to acknowledge the assistance and encouragement of historians 
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of economic thought William Breit, Robert Ekelund, Guido Hiilsmann, 
and especially of Robert Hebert. Historians Donna Bohannon, Joseph 
Stromberg, and Thomas Woods were also of great assistance. We thank 
Paul Wicks for copyediting the manuscript. We wish to thank Paul Wicks 
for copy editing the manuscript and our family and friends, especially Bill 
Curlee for their support. 



PART ONE 

Production, 
Distribution, 
and Consumption 
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Chapter One 



Wealth 



Abstract: Cantillon defines wealth as the consumption 
goods produced by land and labor. This contrasted with 
the Mercantilists who thought money was wealth. 

Land IS THE SOURCE or matter from which all wealth is drawn; mans 
labor provides the form for its production, and wealth in itself is nothing 
but the food, conveniences, and pleasures of life. 

Land produces grass, roots, grain, flax, cotton, hemp, shrubs and sev- 
eral kinds of trees, with fruits, bark, and foliage like that of the mulberry 
tree for silkworms, and it supplies mines and minerals. From these, the 
labor of man creates wealth. 

Rivers and seas provide fish for the food of man, and many other 
things for his enjoyment. But these seas and rivers belong to the adjacent 
lands or are common to all, and man’s labor extracts fish and other advan- 
tages from them. 
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Chapter Two 

Human Societies 



Abstract: All human societies are based on a system of 
property rights. The distribution of rights will necessarily 
be unequal, and the use to which property is put will be 
dependent on the tastes of the owners. 

Whichever WAY A SOCIETY of men is formed, the ownership of 
the land they inhabit will necessarily belong to a small number among 
them. 

In nomadic societies like the Tartar hordes 1 and Indian tribes, who 
go from one place to another with their animals and families, the king or 
leader must fix the boundaries for households and neighborhoods around 
the camp. Otherwise, there would always be disputes over living quarters 
or access to life’s conveniences such as forests, pastures, water, etc. How- 
ever, when the districts and boundaries are settled for all, it is as good as 
ownership while they stay in that place. 

In the more settled societies, if a prince at the head of an army has 
conquered a country, he will distribute the lands among his officers or 
friends according to their merit or his pleasure (as was originally the case 
in France). He will then establish laws to maintain property rights for them 
and their descendants, or he will reserve the ownership of the land to him- 
self and employ his officers or friends to cultivate it. He also may grant 
the land to them on condition that they pay an annual royalty or rent, or 



1 The Mongols, under Genghis Khan captured territories from the Pacific Ocean to Poland and 
from Russia to the Middle East and India and established the Mongol Empire, the largest conti- 
gous empire in world history during the 1 3th and 14th centuries. 
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he may grant it to them while reserving the right to tax them every year 
according to his needs and their capacity. In all these cases, the officers or 
friends, whether independent owners or dependents, whether administra- 
tors or supervisors of the production of the land, will be few in number 
compared to all the inhabitants. 

Even if the prince distributes the land equally among all the inhabit- 
ants, it will ultimately be divided among a small number. One man will 
have several children and will not be able to leave each of them a portion 
of land equal to his own. Another will die without children, and will leave 
his portion to someone who has land already, rather than to one who has 
none. A third will be lazy, extravagant, or sickly, and be obliged to sell his 
portion to someone more frugal and industrious, who will continually add 
to his estate by new purchases on which he will employ the labor of those, 
who having no land of their own, are obliged to offer him their labor in 
order to subsist. 

At the first settlement of Rome, each citizen was given two units of 
land . 2 Yet, soon after, there was as great an inequality among inheritances 
as what we observe today in all the countries of Europe. The land eventu- 
ally was divided among a few owners. 

Assuming then that the lands of a new country belong to a small num- 
ber of people, each owner will manage his land himself, or lease it to one or 
more farmers. In this economy, it is essential that the farmers and laborers 
should have a living, whether the land is exploited by the owner or by the 
farmers. The owner receives the surplus of the land; and he will give part of 
it to the prince or the government, or the farmers will give this part directly 
to the prince on behalf of the owner. 

As for the use to which the land should be put, the first necessity is to 
employ part of it for the maintenance and food of those who work the land 
and make it productive. The rest depends mainly upon the desires and life- 
style of the prince, the lords of the State, and the property owner. If they are 
fond of wine, vineyards must be cultivated; if they are fond of silks, mul- 
berry trees must be planted and silkworms raised. Moreover, part of the 
land must be employed to support those who supply these wants; if they 
delight in horses, pastures are needed, and so on. 



2 Cantillon wrote that each person received two “journaux,” which is approximately two acres 
of land. 
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However, if we assume that the lands belong to no one in particular, it 
is difficult to conceive how a society of men can be formed there. We see, 
for example, that for the communal lands of a village, there is a fixed num- 
ber of animals that each of the inhabitants are allowed to maintain, and if 
the land were left to the first occupier in a new conquest or discovery of a 
country, the establishment of ownership would inevitably have to be based 
on some rule in order for a society to be established, whether the rule is 
determined by force or by law 



Chapter Three 

Villages 



Abstract: In this first of four chapters on economic geog- 
raphy and location theory, Cantillon explains that settle- 
ments are based on the requirements of production, espe- 
cially the quantity of labor, and the extent of the special- 
ization and division of labor. 

HOWEVER THE LAND IS USED, whether pasture, wheat, vineyards, 
etc., the farmers or laborers who carry on the work must live nearby. Oth- 
erwise the time spent going to their fields and returning to their houses 
would consume too much of the day. Hence the necessity for villages wide- 
spread in all the countryside and cultivated lands, where there also must 
be enough blacksmiths and wagon makers for the tools, ploughs, and carts 
that are needed, especially when the village is far from the towns. The size 
of a village is naturally proportioned to the number of inhabitants the land 
requires for daily work, and to the artisans who find enough employment 
there by serving the farmers and laborers. However, these artisans are not 
quite so necessary in the vicinity of towns where the laborers can travel 
without much loss of time. 

If one or more of the property owners reside in the village, the num- 
ber of inhabitants will be greater in proportion to the domestic servants 
and artisans attracted there, and inns will be established for the conve- 
nience of the domestic servants and workmen who earn a living from the 
property owners. 
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If the land is only suitable for maintaining sheep, as in the sandy dis- 
tricts and moorlands, the villages will be fewer and smaller because only a 
few shepherds are required on the land. 

If the land consists of sandy soil where only trees grow and there is no 
grass for livestock, and it is distant from towns and rivers, the trees will be 
useless for consumption. As in many areas of Germany, there will only be 
as many houses and villages as are needed to gather acorns and feed pigs 
in season. And, if the land is sterile, there will be no villages or inhabitants. 



Chapter Four 

Market Towns 



Abstract: Entrepreneurs establish markets in centrally 
located villages which provide the necessary conditions 
under which prices are established between supply and 
demand. The size of the market town depends on the size 
of the economy it serves. 

T HERE ARE VILLAGES WHERE markets have been established by 
the interest of some property owner or royal resident. These markets, 
held once or twice a week, encourage several little entrepreneurs 3 and 
merchants to establish themselves there. In the market, they buy the 
products brought from the surrounding villages in order to transport 
them to the large towns for sale. In the large towns, they exchange them 
for iron, salt, sugar and other merchandise, which they sell on market 
days to the villagers. Many small artisans, like locksmiths, cabinetmakers 
and others, also settle down in these places to serve the villagers, and, as a 
result, these villages become market towns. A market town being located 
in the center of the villages whose people come to the market, it is natural 
and easier for the villagers to bring their products for sale on market days 
and to buy the articles they need, than it would be for the merchants and 
entrepreneurs to transport the merchandise to the villages and exchange 
them for the villagers’ products. 

1. For the merchants to go around the villages would unnecessarily 
increase the cost of transportation. 



3 It was long believed that J.B. Say had introduced the term entrepreneur to economics, but Can- 
tillon was the first to employ the term extensively in economic analysis. 
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2. The merchants would perhaps be obliged to go to several villages 
before finding the quality and quantity of products that they wish to 
buy. 

3. The villagers would generally be in their fields when the merchants 
arrived and, not knowing what products the merchants desired, they 
would have nothing prepared and ready for sale. 

4. It would be almost impossible to fix the price of the products and the 
merchandise in the villages, between the merchants and the villag- 
ers. In one village, the merchant would refuse the price asked for the 
products, hoping to find it cheaper in another village, and the villager 
would refuse the price offered for his merchandise in the hope that 
another merchant would come along and take it on better terms. 

All these difficulties are avoided when the villagers come to town on 
market days to sell their products and buy the things they need. Prices are 
fixed by the proportion between the products displayed for sale and the 
money offered for it; this takes place in the same spot, under the eyes of all 
the villagers of different villages and of the merchants or entrepreneurs of 
the town. When the price has been settled between a few, the others follow 
without difficulty and so the market price of the day is determined. The 
peasant then goes back to his village and resumes his work. 

The size of the market town is naturally proportioned 4 to the number 
of farmers and laborers needed to cultivate the lands dependent on it, and 
to the number of artisans and small merchants that the villages bordering 
on the market town employ with their assistants and horses. Finally, it also 
depends on the number of persons supported by the property owners who 
live in the town. 

When the villages associated with a market town (i.e., those who ordi- 
narily sell their products in a particular market town) are sizeable and have 
a large output, the market town will become considerable and large in pro- 
portion. However, when the neighboring villages have little production, 
the market town also is poor and insignificant. 



4 Notice Cantillon’s use of the phrase “naturally proportional.” He uses the word pro- 
portion throughout the book when he is explaining naturally equilibrating or harmo- 
nious human processes that are self-regulating, especially economic processes, not in 
the sense of exact ratios and percentages. 



Chapter Five 



Cities 



Abstract: Cities form at sites where large property own- 
ers have decided to live. Specialization of labor expands 
to meet the demands of the wealthy. Cities grow even 
larger when manufacturing industries produce for export, 
and whose workers are essentially supported by the pro- 
duction of foreign lands. Cantillon placed a great deal of 
emphasis on transportation costs. He found that property 
owners who lived far from their lands would experience a 
reduction in income proportional to the cost of transport- 
ing their production to market. 



The PROPERTY OWNERS who only have small estates usually reside 
in market towns and villages near their lands and farmers. The transpor- 
tation of their production to distant cities would not enable them to live 
there comfortably. However, property owners that own several large estates 
have the means to live at a distance from them and enjoy a pleasant society 
with other property owners and nobility of the same species. 

If a prince or noble, who has received large grants of land at the time 
of a conquest or discovery of a country, fixes his residence in some pleas- 
ant spot, and several other lords come to live there to be within reach of 
each other and to enjoy a pleasant society, this place will become a city. 
Great houses will be built for the nobility in question, and many more will 
be built for the merchants, artisans, and people of all sorts of professions 
who will be attracted there. These noblemen will require bakers, butchers, 
brewers, wine merchants, and manufacturers of all kinds to service their 
needs. These entrepreneurs will, in turn, build houses in this location or 
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will rent houses built by other entrepreneurs. There is no great nobleman 
whose expense upon his house, his retinue and servants, does not main- 
tain merchants and artisans of all kinds, as may be seen from the detailed 
calculations that I had made for the supplement of this essay . 5 

All these artisans and entrepreneurs serve each other, as well as the 
nobility. The fact that their upkeep ultimately falls on property owners and 
nobles is often overlooked. It is not perceived that all the little houses in a 
city, such as we have described, depend upon and subsist at the expense 
of the great houses. However, it will be shown later that all the classes and 
inhabitants of a state live at the expense of the property owners . 6 The city 
in question will grow larger if the king, or the government, establishes law 
courts to which the people of the market towns and villages of the province 
must have recourse. An increased number of entrepreneurs and artisans 
of every sort will be needed for the maintenance of the judges and lawyers. 

If in this same city workshops and factories are established to manu- 
facture beyond home consumption, for export and sale abroad, the city 
will be large in proportion to the workmen and artisans who live there at 
the expense of foreigners. 

However, if we put aside these considerations, in order to not com- 
plicate our subject, we may say that the gathering of several rich property 
owners living in the same place suffices to form what is called a city. Many 
cities in Europe, mainly in the interior, owe the number of their inhabit- 
ants to this assemblage. In this case, the size of a city is naturally propor- 
tioned to the number of property owners living there, or rather to the pro- 
duction of the land which belongs to them, minus the cost of transporta- 
tion to those whose lands are the furthest away, and the part that they are 
obliged to give to the king or the government, which is usually consumed 
in the capital. 



5 This is the first mention of the supplement which has been lost. 

6 Briefly put, all food and raw materials are produced on the land controlled by property own- 
ers. Property owners sustain farmers and laborers as well as artisans and manufacturing work- 
ers to the extent that raw materials are worked into fine goods. If the owners live in cities far 
from their lands, they also must support those (and their horses) who transport the products 
to the city. 



Chapter Six 

Capital Cities 

Abstract: Wherever a government establishes its capital, 
the city will grow in size because the additional spending 
attracts labor and businesses to service the government 
and its employees and thus, it becomes a commercial cen- 
ter for the nation as well. 

A CAPITAL CITY IS FORMED in the same way as a provincial city, 
with these differences: the largest property owners in the state reside in 
the capital; the Icing or supreme government is established in it and spends 
the governments revenues there; the supreme courts of justice are located 
there; it is the center of the fashions, which all the provinces take as their 
model; and the property owners, who reside in the provinces, occasion- 
ally spend time in the capital, and they send their children there to be edu- 
cated. Therefore, all the lands in the state contribute, more or less, to main- 
tain those who dwell in the capital. 

If a sovereign leader leaves a city to establish residence in another, nobles 
will follow him and locate their residence with him in the new city, which will 
become great and important at the expense of the first. We have seen a recent 
example of this in the city of Petersburg to the disadvantage of Moscow , 7 and 
one sees many old cities, which were important, fall into ruin and others 
spring from their ashes. Great cities usually are built on the seacoast or on the 
banks of large rivers for the convenience of transportation. Water transporta- 
tion of the products and merchandise necessary for the subsistence and com- 
fort of the inhabitants is much cheaper than wagons and land transportation . 8 



7 Tsar Peter the Great moved the capital of Russia to Petersburg in 1713. 

8 Notice that Cantillon again mentions the importance of transportation costs. Four-wheel wagons 
were developed in 12th century but were mostly used by the wealthy until the late 18th century. 
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The Labor of the Plowman 
is of Less Value than that 
of the Artisan 

Abstract: The opportunity cost of becoming a skilled 
worker includes both the direct expenses as well as the 
foregone labor during the training period or appren- 
ticeship. As a result, skilled workers must be paid higher 
wages than unskilled workers. 

A LABORER’S SON, AT SEVEN to twelve years of age, begins to help 
his father either in keeping the herds, digging the ground, or in other sorts 
of country labor that require no art or s kil l. 

If his father has him taught a trade, he loses his assistance during the 
time of his apprenticeship and is obligated to clothe him and to pay the 
expenses of his apprenticeship for many years. 9 The son is thus dependent 
on his father and his labor brings in no advantage for several years. The 
[working] life of man is estimated at only 10 or 12 years, and as several are 
lost in learning a trade, most of which in England require seven years of 
apprenticeship, a plowman would never be willing to have a trade taught 
to his son if the artisans did not earn more than the plowmen. 



9 This is where Cantillon explains the opportunity cost of an apprenticeship (similar to the 
opportunity cost of college) where the father has to pay for the apprenticeship (college tuition) 
and loses the child’s labor for several years (lost wages). Cantillon includes the cost of clothing 
(which would not apply in the case of college) because children who work on the farm help make 
their own clothing, but children in apprenticeships do not (See Part 1, Chapter 9, paragraph 3). 
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Therefore, those who employ artisans or professionals must pay for 
their labor at a higher rate than for that of a plowman or common laborer. 
Their labor will necessarily be expensive in proportion to the time lost in 
learning the trade, and the cost and risk incurred in becoming proficient. 

The professionals themselves do not make all their children learn their 
own trade: there would be too many of them for the needs of a city or a 
state and many would not find enough work. However, the work is natu- 
rally better paid than that of plowmen. 



Chapter Eight 

Some Artisans Earn More, 
Others Less, According to the 
Different Cases and Circumstances 

Abstract: In addition to training and the forces of sup- 
ply and demand, workers with higher quality skills, risky 
jobs, or jobs which require trustworthy employees will 
receive higher wages. This is now known as the theory 
of compensating differentials that is often attributed to 
Adam Smith. 

If TWO TAILORS MAKE all the clothes of a village, one may have more 
customers than the other, whether from his way of attracting business, 
because his products are better or more durable than the other, or because 
he follows the fashions better in the style of his garments. 

If one dies, the other, finding himself with more work, will be able to 
raise the price of his labor, expediting the work of some in preference to oth- 
ers, until the villagers find it to their advantage to have their clothes made in 
another village, town or city, losing the time spent in going and returning, 
or until another tailor comes to live in their village and shares the business. 

The jobs which require the most time in training or most ingenuity 
and industry must necessarily be the best paid. A skillful cabinetmaker 
must receive a higher price for his work than an ordinary carpenter, and a 
good clock and watchmaker more than a blacksmith. 

The arts and occupations, which are accompanied by risks and dan- 
gers, like those of foundry workers, sailors, silver miners, etc., ought to 
be paid in proportion to the risks. When skill is needed, over and above 
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the dangers, they ought to be paid even more, such as ship pilots, divers, 
engineers, etc. When capacity and trustworthiness are needed, the labor is 
paid still more highly, as in the case of jewelers, bookkeepers, cashiers, and 
others. 

By these examples, and a hundred others we could draw from ordi- 
nary experience, it is easily seen that the differences in the prices paid for 
labor is based upon natural and obvious reasons. 



Chapter Nine 



The Number of Laborers, Artisans, 
and Others, Who Work in a State, 
is Naturally Proportioned to the 
Demand for Them 

Abstract: The supply of workers adjusts itself to the 
demand for labor, across all professions, via wage rates, 
migration, and changes in population. Prosperity cannot 
be created by subsidizing job training. 

If ALL THE FARM LABORERS in a village raise several sons to the same 
work, there will be too many farm laborers to cultivate the lands of the vil- 
lage, and the surplus adults will have to leave in order to seek a livelihood 
elsewhere, which they generally End in cities. If some remain with their 
fathers — as they will not all find sufficient employment — they will live in 
great poverty and will not marry for lack of means to raise children. If they 
do marry, their children will soon die of starvation, with their parents, as 
we see every day in France. 

Therefore, if the village continues in the same employment pattern, 
and derives its living from cultivating the same area of land, its population 
will not increase in a thousand years. 

It is true that the women and girls of this village can, when they are 
not working in the fields, occupy themselves in spinning, knitting or other 
work that can be sold in the cities. However, this rarely suffices to support 
the extra children, who leave the village to seek their fortune elsewhere. 
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The same may be said of the artisans of a village. If a tailor makes all 
the clothes for the villagers and then raises three sons to the same job, there 
will only be enough work for one successor to him and the other two must 
seek their livelihood elsewhere. If they do not find employment in the 
neighboring town, they must move further away or change their occupa- 
tions and earn a living by becoming servants, soldiers, sailors, etc. 

By the same process of reasoning, it is easy to conceive that the labor- 
ers, artisans, and others, who earn their living by working, must propor- 
tion themselves in number to the employment and demand for them in 
market towns and cities. 

If four tailors are enough to make all the clothes for a town and a fifth 
arrives, he may find some work at the expense of the other four. Therefore, 
if the labor is divided between the five tailors, neither of them will have 
enough work, and each one will live more poorly. 

It often happens that laborers and artisans do not have enough 
employment when there are too many of them to share the business. It 
also happens that they can be deprived of work by accidents and by varia- 
tions in demand, or that they are overburdened with work, according to 
the circumstances. Be that as it may, when they have no work, they leave 
the villages, towns or cities where they live in such numbers and those who 
remain are always proportioned to the employment that suffices to main- 
tain them. When there is a continuous increase of work, there are gains to 
be made and others will move in to share the business. 

From this, it is easy to understand that the charity schools in England, 
and the proposals in France, to increase the number of artisans, are use- 
less. If the King of France sent 100,000 of his subjects, at his expense, into 
Holland to learn seafaring, they would be of no use when they returned if 
no more vessels were sent to sea than before. It is true that it would be a 
great advantage for a state to teach its subjects to produce the manufactured 
goods that are customarily drawn from abroad, and all the other articles 
bought there, but I am, at present, only considering a state in relation to 
itself. 10 



10 It should be remembered that in Cantillons time, France was suffering under an economic 
policy of severe mercantilism where all manufacturing was highly restricted, monopolized, 
heavily taxed, and closely regulated. Therefore manufactured goods, primarily textiles, were 
sold at high prices and this encouraged imports. Cantillon found that subsidizing training was 



